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Projections for Infrastructure Funding

ISSUE

This Issue Review will examine the future availability of revenue for infrastructure funding.

BACKGROUND

Since FY 2002, State infrastructure funding has been provided by two primary sources, the
Rebuild lowa Infrastructure Fund (RIIF) and the Restricted Capital Funds Account of the
Tobacco Settlement Trust Fund (RCF). These funds have also been used to fund
environmental programs, technology projects, and debt service on State-issued revenue
bonds.

REVENUE TRENDS

Rebuild lowa Infrastructure Fund

The RIIF was established in FY 1996. From FY 1996 to FY 2001, the majority of the Fund’s
revenue came from the State Wagering Tax on racetrack and riverboat casinos and from the
interest earnings of the Cash Reserve and Economic Emergency Funds. During this six-year
period, the annual revenue ranged from $99.2 to $158.2 million.

Beginning in FY 2002, RIIF revenues decreased significantly due to the transfer of $80.0
million of State Wagering Taxes to the Endowment for lowa’s Health Account, and the
transfer of reserve fund interest to the General Fund. In FY 2003, wagering taxes were
further reduced after an lowa Supreme Court ruling reduced the tax on racetrack casinos from
32.0% to 20.0%, citing the disparity between the tax rates imposed on slot machines at
racetracks and riverboats as unconstitutional. In addition, $15.5 million in RIIF revenue was
transferred to the General Fund. The total revenue from all sources decreased to $57.2
million in FY 2002 and to $16.7 million in FY 2003.

In FY 2004, revenues to the Fund were increased to $72.3 million primarily due to the
enactment of HF 2302 (Gambling Act). House File 2302 increased the wagering tax and
established new license and riverboat assessment fees.

Under current law, for FY 2005 through FY 2007, revenues are projected to fluctuate between
$79.7 to $103.6 million. Beginning in FY 2008, the RIIF will receive an additional $70.0
million annually from the State Wagering Tax, which is currently allocated to the Endowment
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for lowa’s Health Account. The allocation to the Endowment is scheduled to sunset at the end of
FY 2007 and will be redirected to the RIIF as required by statute. The total RIIF revenue is
projected to be $156.7 million for FY 2008.

In subsequent years, the revenues are projected to remain at the FY 2008 level until FY 2014. The
projections are based on adjusted gross receipts at casinos increasing by 1.0% annually beginning
in FY 2007. Beginning in FY 2014, revenues will start to increase somewhat faster due to the
expiration of the wagering tax credits for racetrack table game licenses and riverboat special

assessments enacted in HF 2302 (Gambling Act).
Restricted Capital Funds Account of the Tobacco Settlement Trust Fund

The RCF was established in FY 2002 to receive $540.0 million in tax-exempt bond proceeds that
resulted from the securitization of lowa’s tobacco settlement payments. The $540.0 million and the
interest earned is one-time money that is required to be expended by FY 2007. These bond
proceeds helped offset declines in RIIF revenues for FY 2002 through FY 2007.

Although the bond proceeds provided increased infrastructure funding, the securitization agreement
required the bond proceeds to fund a total of $127.4 million in debt service costs associated with
bonds that were previously funded from the General Fund. The net benefit to infrastructure funding
was approximately $450.9 million.

The following charts show revenue and appropriation trends for the Rebuild lowa Infrastructure

Fund and the Restricted Capitals Fund.
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Infrastucture Appropriations
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BUDGET IMPACT

The budget impacts discussed below assume no re-allocation of State Wagering Tax revenue from
the RIIF.

Rebuild lowa Infrastructure Fund

There have been several standing appropriations and multi-year appropriations enacted from the
RIIF that reduce the amount of funding available for future appropriations. The most significant
standing appropriations include $35.0 million for the Environment First Fund and $10.0 million for
the Secure and Advance Vision for Education Fund. Other significant appropriations enacted
include a six-year appropriation to the Community Attraction and Tourism Fund, and a three-year
appropriation to lowa Public Television for digital broadcast conversion. The appropriations are
included in the table provided in Attachment A.

For FY 2006 and FY 2007, appropriations currently enacted total $81.5 million and $55.7 million,
respectively. Of the $81.5 million appropriated for FY 2006, $15.0 million was appropriated to the
newly established Vertical Infrastructure Fund. The $15.0 million will need to be appropriated for
specific projects during the 2005 Legislative Session. In addition to the $15.0 million, there will be
an estimated $7.1 million available for new appropriations in FY 2006 and $28.6 million available for
FY 2007.

Beginning in FY 2008, there will be an estimated $100.7 million available for new appropriations as
a result of the re-allocation of the $70.0 million of State Wagering Taxes currently deposited into the
Endowment for lowa Health Account. This amount is estimated to increase annually to $116.2
million by FY 2015.
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Restricted Capital Funds Account of the Tobacco Settlement Trust Fund

All of the projected revenues in the Restricted Capital Fund, except for an estimated $5.4 million,
have either been appropriated or are considered obligated through FY 2007. For FY 2006, $14.2
million is currently appropriated, while $17.8 million is obligated for debt service on existing bonds.
For FY 2007, there are no appropriations currently enacted; however, $15.4 million is obligated for
debt service. Attachment B shows the revenues and expenditures for the RCF.
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Resources
Balance Forward

Revenue
Gaming Revenues
Endowment Transfer
Other
Wagering Tax Transfer to GF
Total Annual Revenue

Total Resources

Appropriations
Environment First Fund
Vertical Infrastructure Fund
Community Attraction & Tourism
SAVE Fund
IPTV Conversion
Davenport CBC
Records & Property Bldg
Other Appropriations

Total Enacted Appropriations
Available for Future Appropriations
Total

Deappropriations
Reversions

Ending Balance

LSA: Fiscal Services Division

ATTACHMENT A

Rebuild lowa Infrastructure Fund Projections

(Dollars in Millions)

FY 2001 FY 2002 FY2003 FY2004 FY 2005 FY 2006 FY 2007 FY 2008 FY2009 FY2010 FY2011 FY 2012 FY 2013 FY 2014 FY 2015
$ 203 % 1028% 139% 10$% 149% 89% 00$ o0$ 0% 0% 0% 0% 0% 0% 0O
1114 500 276 797 893 764 800 1524 1501 1525 1489 1513 1537 1608  163.4
11.0
38.4 7.3 46 26 33 33 43 43 43 43 43 43 43 43 43
155 _ -10.0
1498 — 573 167 723 1036 797 843 1567 1544 1568 1532 1556 1580 1651  167.7
$ 1701 $ 675 $ 306 $ 733 5 1185 $ 886 & 843 § 1567 $ 1544 § 156.8 $ 153.2 $ 1556 $ 158.0 $ 1651 § 167.7
$ 00$ 35093 184 $ 350 350$ 350$ 350 % 350$ 350 % 350% 350 350$ 350 $ 350 % 350
15.0
12.0 5.0 5.0 5.0 5.0 5.0
100 100 100 100 100 100 100 100 100 100 100
8.0 8.0 23
3.0 3.8 34
5.0 47
1652 190 112 236 366
1652 540 296 586 1096 815 557 500 500 500 450 450 450 450 450
74 286 1067 1044 1068 1082 1106 1130 1201 1227
$ 1652 $ 540 $ 296 $ 586 $ 1096 $ 886 $ 843 § 1567 $ 1544 § 1568 © 153.2 $ 1556 $ 158.0 $ 165.1 $ 167.7
5.2 -0.2
-0.1 -0.2 -0.2
$ 102$ 139$ 10% 1498% 89$ 00$ 00$% 00$ 00$ 00% 00$% 00$ 00$ 008% 00
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LSA: Fiscal Services Division

Resources
Balance Forward
Tax-Exempt Bond Proceeds
Interest
TSA Operations & Enforcement
Total Available Resources

Expenditures
Enacted Appropriations
Debt Service Payments
Total Expenditures

Reversions
Ending Balance

TSA = Tobacco Settlement Authority

Restricted Capital Fund
of the Tobacco Settlement Trust Fund
(Dollars in Millions)

ATTACHMENT B

Actual Actual Actual Est. Est. Est.
FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
$ 00 $ 4277 $§ 2532 $ 1149 $ 50.7 $ 20.4
540.0
13.2 12.8 11.3 4.0 1.8 0.6
-0.1 -0.4 0.1 -0.2 -0.2 -0.2
$ 5531 $ 4401 $§ 2646 $ 1187 $ 523 $ 20.8
$ 1182 $ 1582 $ 1211 $ 391 § 142 $ 0.0
7.2 29.0 29.1 28.9 17.8 15.4
$ 1254 $ 1872 $ 1501 $ 68.0 $ 320 $ 15.4
-0.3 -0.5
$ 4277 $ 2532 $ 1149 $ 50.7 $ 204 $ 54
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